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.Table 3: Transition path under crawling peg with temporary sterilization [1]
sigma tau Inflation r RER CA F Offset
[2] [3] [4] [5]
0.75 0.25 t=0 18.1% 1.5% 42.7% 0.97 2.2% 0.066 0.126
t=1 16.6% 18.8% 17.1% 0.92 0.8% 0.095 0.132
t=2 15.7% 11.3% 0.89 0.1% 0.116 0.136
Long Run 14.6% 8.0% 0.89 0.0% 0.143 0.143 0.75
0.35 t=0 17.8% 0.8% 29.0% 0.99 2.6% 0.069 0.124
t=1 16.2% 17.7% 14.5% 0.93 1.1% 0.097 0.132
t=2 15.3% 10.6% 0.90 0.3% 0.118 0.137
Long Run 14.1% 8.0% 0.89 0.0% 0.146 0.146 0.69
0.50 t=0 16.9% 0.0% 21.0% 1.00 2.9% 0.071 0.121
t=1 15.4% 12.7% 0.94 1.4% 0.100 0.131
t=2 14.5% 10.0% 0.91 0.6% 0.120 0.138
Long Run 13.1% 8.0% 0.89 0.0% 0.151 0.151 0.64
2.00 0.25 t=0 14.5% 4.2% 23.5% 0.92 0.9% 0.028 0.102
t=1 13.6% 18.1% 12.6% 0.90 0.1% 0.048 0.096
t=2 13.1% 9.7% 0.88 -0.3% 0.065 0.092
Long Run 12.5% 8.0% 0.89 0.0% 0.125 0.125 0.93
0.35 t=0 14.1% 3.4% 19.7% 0.94 1.3% 0.029 0.091
t=1 13.1% 16.9% 11.9% 0.90 0.4% 0.048 0.089
t=2 12.5% 9.6% 0.89 -0.1% 0.064 0.087
Long Run 11.7% 8.0% 0.89 0.0% 0.084 0.084 0.77
0.50 t=0 13.4% 2.1% 17.3% 0.96 1.8% 0.029 0.077
t=1 12.2% 14.9% 11.4% 0.92 0.8% 0.046 0.079
t=2 11.5% 9.4% 0.89 0.1% 0.061 0.080
Long Run 10.5% 8.0% 0.89 0.0% 0.083 0.083 0.60
3.00 0.25 t=0 13.0% 5.6% 18.2% 0.90 0.3% 0.013 0.088
t=1 12.2% 18.0% 10.9% 0.88 -0.3% 0.027 0.074
t=2 11.8% 9.0% 0.87 -0.6% 0.039 0.064
Long Run 11.4% 8.0% 0.89 0.0% 0.049 0.049 0.94
0.35 t=0 12.7% 4.7% 16.7% 0.91 0.7% 0.013 0.072
t=1 11.7% 16.8% 10.8% 0.89 -0.1% 0.025 0.063
t=2 11.2% 9.0% 0.87 -0.4% 0.035 0.057
Long Run 10.6% 8.0% 0.89 0.0% 0.047 0.047 0.76
Notes: S e eT a b l e1 .
[1] Bond sales at t=0 are equivalent to 7.8% of GDP.
[2] The numbers in parentheses in cells for t=0 and t=1 are, respectively, the percentage increase in the price level at t=0
and the inflation rate in the first year inclusive of the initial price level jump.
[3] F denotes the (private) stock of foreign currency (as a percentage of GDP) where F0=0.15.
[4] The number in parenthesis is the value of F when there is no temporary sterilization.
[5] The offset coefficient is calculated as [F(0)ns-F(0)]/[b(0)-b0] where F(0) and F(0)ns are the post-jump values of
foreign currency holdings at t=0 with and without sterilization.Table 4: Transition paths under a managed float
sigma tau Inflation r RER CA Z
[1] [2]
0.75 0.25 t=0 13.3% 8.6% 0.90 0.2% 0.068 0.074
t=1 13.9% 3.0% 0.89 0.1% 0.065
t=2 14.2% 8.2% 0.89 0.1% 0.063
t=3 14.4% 8.1% 0.89 0.0% 0.062
t=4 14.5% 8.0% 0.89 0.0% 0.061
t=5 14.5% 8.0% 0.89 0.0% 0.061
Long Run 14.6% 8.0% 0.89 0.0% 0.061 0.071
0.50 t=0 10.5% 10.0% 0.93 1.1% 0.084 0.080
t=1 11.8% 8.9% 0.91 0.6% 0.079
t=2 12.4% 8.5% 0.90 0.4% 0.076
t=3 12.7% 8.3% 0.90 0.2% 0.074
t=4 12.9% 8.1% 0.89 0.1% 0.073
t=5 13.0% 8.1% 0.89 0.1% 0.072
Long Run 13.1% 8.0% 0.89 0.0% 0.071 0.083
2.00 0.25 t=0 12.5% 7.1% 0.86 -0.9% 0.078 0.098
t=1 12.5% 7.3% 0.87 -0.6% 0.082
t=2 12.5% 7.5% 0.88 -0.4% 0.085
t=3 12.5% 7.6% 0.88 -0.2% 0.087
t=4 12.5% 7.7% 0.88 -0.2% 0.088
t=5 12.5% 7.8% 0.89 -0.1% 0.089
Long Run 12.5% 8.0% 0.89 0.0% 0.091 0.102
0.50 t=0 11.3% 7.9% 0.89 -0.1% 0.107 0.123
t=1 10.9% 7.9% 0.89 -0.1% 0.111
t=2 10.7% 8.0% 0.89 0.0% 0.113
t=3 10.6% 8.0% 0.89 0.0% 0.114
t=4 10.6% 8.0% 0.89 0.0% 0.114
t=5 10.6% 8.0% 0.89 0.0% 0.115
Long Run 10.5% 8.0% 0.89 0.0% 0.115 0.124
3.00 0.25 t=0 10.5% 7.1% 0.83 -1.7% 0.086 0.113
t=1 10.9% 7.1% 0.85 -1.1% 0.094
t=2 11.1% 7.2% 0.87 -0.7% 0.100
t=3 11.2% 7.4% 0.87 -0.4% 0.103
t=4 11.3% 7.6% 0.88 -0.3% 0.105
t=5 11.3% 7.7% 0.88 -0.1% 0.106
Long Run 11.4% 8.0% 0.89 0.0% 0.109 0.122
Notes: S e eT a b l e1 .
[1] Z denotes official reserves, where Z0 =0 . 0 5
[2] Corresponding level of reserves at t=0 and t=Long Run under crawling peg.T
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